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 NATIONAL INTELLIGENCE ESTIMATE

. THE IMPORTANCE OF IRANIAN AND
MIDDLE EAST OIL TO WESTERN EUROPE
- UNDER PEACETIME CONDITIONS

" NIE-14

_from the Senlor Staff of the National Security Council. _The ---.-

basic data were supplied by an {nterdepartmental ud hoc
committee of technical representatives of ECA, the Pelroleum

Committee of the Munitions Board, the Departments of the

Treasury, Commerce, and State, and CIA. The intelligence

organizations of the Departments of Slate, the Army, the .. .. ..-
Navy, the Air Force, and the Joint Staff participated in the P
preparation of thls estimate and concur in it. This paper Lo
is based on Information available on 30 December 1050. °
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THE IMPORTANCE OF IRANI
TO WESTERN EUROPE UNDER PEACETIME CONDITIONS

THE PROBLEM -

To estimate ée importance of (2) Iranian

___ production to Western Europe in time of peace.

ASSUMPTIONS

That sccess to (&) Iranian ol productlon,

denied to the Western Powers by means other than war.

CONCLUS

1. The amount of crude oll and refined prod- -
ucts now exported from Iran could be derived
from other areas by small increases in crude
production and by fuller use of avallable re-
fining capacity. At the rates of consumption

_and levels of prices prevailing at the end of
1950, the extra annual dollar charge to Europe
of procuring this amount of ofl elsewhere -
would be about $700,000,000.*

2. Loss of Iranian ol production and of the
refinery at Abadan would temporarily have
an adverse effect upon Western European eco-
nomic activity, and would impose severe finan-
clal losses particularly upon the British, who -
control all the ofl production of the country. -
Aithough the effect of the loss of Iran on the -
volume of petroleum which could be made
available to Western Europe might be over-

® Figures In this paper representing estimates af —-
extra snnual dollar costs and of the extent of oll
shortages which would result from a loss of Iranian
or Middle Eastern ofl sre {ndicative rather than
exatt. They will hold true a8 given only a5 long
as oll prices stay at the Tevels of late 1850, and ol —
_ production and consumplion continue at the rates

7 . eurrently estimatled for tre fiscal year 1950-51. The -

general effect of the rearmament programs in the
US snd I Western Europe will presumably be to
 ralse the consumption of ofl, and probably slso to
raise its price. These factors would tend to make
the oll of the Middlé Esst more important to the
weatern economies, sand to cause iis loss to be even
more severely feit than is indicated by the figures
cited In this paper.

AN AND MIDDLE EAST OIL

_ Bnancial effects wonld be overcome slowly, if

* an amount of oll sufficient to make up for ‘ae

oll production and (b) total Middle East oll

and (b) total Middle East ofl production is

SIONS

come in a relatively short time by developing
reserves and buliding refinerles elsewhere, the.

at all.

3. If all Middle East oll production were to -

be lost, & cutback of about 10 percent in the
total oll consumption of the non-Sovict world
would have 1o be imposed, even after a maxi- |.
mum practicable increase of production from 1
other sources. This would call for substantial-
rationing in the United States as well a8 else-

where. International allocation would be re- |:

quired. At the price level of late 1950 a net
fnerease in dollar requirements of from $1to
$1.2 billicn would occur i Western Europe,
after a cutback of 10 percent in its consump-
tion, were to procure from alternative sources

Joss of Middle East imports.

"4, 1t 1s estimated that If a cutback of 10 per- -
cent from present levels of oll consumption
were imposed on Western Europe, it would -

permit maintenance of industrial production
at approximately the levels
of transportation at the extreme minimum
necessary for that purpose. No appreciable
expansion of industry, whether for normal .
economle development or for rearmament,

would be possible, unless economies were el-

fected, expansion of industry and transporta-

tion facllities were accomplished only with - |1ESe
solid fuel-utilizing equipmeat, and possibly - |

T

of late 1050, and
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some conversion of existing petroleum-using  of time, eould be made to the total loss of
equipment were made. Rationing even to re- Middle East ol], unless new reserves areproved 1}
duce conswoption by 10 percent would pre- elsewhere, OF ieW SOUrCeS of energy developed.— ||
sent great dificulties in time of peace. Wastern Europe therefore would not be able -
to compensate for the loss of Middle East oft — -
5. No way can be foreseen at present by which  save by profound changes in its currently

- a satisfactory adjustment, over a longer period planned economic structure.

DISCUSSION ~— =

1. Total petroleum requirements of Western could be more than made up by increasing the
Europe (including the UK) for the fiscal year  output of British companies operating else-
—--1050-51 are estimated at 66 million metric  where in the world. Indeed it could all be
tons, of which 42.5 million will be imported &s replaced, at some additional dollar cost, from
- crude and 20 million &s refined products; the  the other produclig areas of the Middle East.
remaining 3.6 million tons will be derived from Replacement for the balance of Iran's crude
- indigenous sources. Of the total tmport re-  ofl output (that processed at Abadan) could
. quirements, 43.8 million metric tons, repre- ‘als0 be cbtained cutside the Sovlet sphere by -
senting 70 percent, will come from the Middle releasing shut-in production and by more
East. In addition, international bunkers of rapid drilling of known reserves.
6 million tons and US military supplies sggre- 5. Loss of the Abadan refinery, with its ca- -

~ gating approximately 2.5 million metric tons  pacity of 27 million metric tons per year, would -
will be lifted in the Middle East area. call for much more difficult adjustments than
2. Of the total requirements of Western i~ would the loss of Iranlan crude oll output.
ropg i:};s estima::g that Ieran algne wg Zﬁ;‘l}y ‘There is now in the non-Soviet world, outside
' ] Iran, enough refining capacity to process an

the followlng: i additional amount of crude equal to that now
Millions of Metric Tons going through the Abadan plant. If Abadan

: Percent of were lost, however, at least six months would
Crude Oil ' WE Requirements  pe required to place marginal plants in oper-

, 1 18 ation, to change the composition of refinery
Refined Products , output, to alter tanker routings, and to com-
6.3 (including British Military) 31 plete the redistribution of crude oll among.

Bunkers the other refineries. -

4 B 61 6. To acquire from other sources the amounts
S. It is estimated likewise that of total West- of erude ofl and refined products which West-

ern European requirements, the entire Middle &0 Europe now imports In one year from
__Iran would involve an extra dollar expendi-

. Fast area will supply the following: = ture of about $700,000,000, assuming the level
5, ' » »’ " WA
M w;om of Meiric T";" ont ~ of prices remained the same as that prevall-
- o e R“‘;;-n‘,,‘iﬁm ing at the end of 1050.
B C'sms | il 9. Loss of Iranian ofl production and of the.
; Refined Products - : ~ refinery at Abadan would temporarily have
- 83 : 40 an adverse effect upon Western European eco-
Bunkers - " nomic activity, and would impose severe finan-
8 ’ ' 100 clal losses particularly upon the British, who »
o R - control all the ofl production in the country. - J{&%
LOSS OF IRANIAN PRODUCTION Although the efféct of the loss of Iran upon . {185

3 4 HTranianoll should cease to be avallable, - the volume of petroleum which could be made '
1 the seven million metric tons of crude oll by  available to Western Europe might be over- '

1  which Western Burope would thereby fall — come in a relatively short time by developing
ghort (according (o the 1850-51 estimates)  reserves and bullding refineries elsewhere, the

p—
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financial effects would be overcome slowly, if
at all. .

LOSS OF ALL MIDDLE EAST OIL.

8. The loss of all Middle East ofl production
would reduce the current supply of crude oll
in the non-Soviet world by about 83 million
melric tons per year. By increasing produc-
tion to the greatest degree feasible in areas
still accessible, this shortage could be reduced
to about 53 million metric tons, which is equiv-
alent to about 10 perceat of estimated 1950-51
total ofl consumption in the non-Soviet world.
Sufficient refining caparcity would be available
to process the reduced total supply of crude,
but the problems of readjustment and ailoca-
* tion mentioned in paragraph 5 above would,
. of course, be greater, and the time required to

carry them out would be longer. ‘

9. The maximum cutback in Western Euro-
.pean oll consumption which would still per-
mit maintenance of industrial production at

< approximately the levels of late 1950, and of
transportation at the extreme minimum nec- -
essary for that purpose, is estimated to be

about 10 percent. Such & cutback would

permit no appreciable expansion of industry,

.. whether for normal economic development or
- " for purposes of rearmament, unless economies
. were effected, expansion of industry and

- “transportation facilities were accompliched
only with solid fuel-utilizing equipment, and
possibly some conversion of existing petro-
leum-using equipment were made, More-
over, the 10 percent cutback would cover
~ only sbout 8.6 million metric tons .out of

“the total deficlency of 53 million. Hence it
 i8 clear that even i Western Europe were

- pestricted to less than 80 percent of its estl-
mated 1950-51 consumption, the loss of all
Middle East oil would make substantial ra-
tioning necessary in the United States. Des-
pite the fact that the US is virtually self-suffi-
. clent in ofl production, it would have fo cut
its consumption by at least 10 percent. In-
ternational allocation would immediately be-

come Necessary. .
10. At the price level of late 1950 a net in-
crease in dollar requirements of from $1 to

$1.2 billlon would occur i Western Europe,
_gfter a eutback of 10 percent In its consump-

tion, were to procure from alternative sources
an amount of ofl sufficlent to make up for the
loss of Middle East tmports.

11. No way can be foreseen at present by which
a satisfactory adjustment, over a longer period
of time, could be made to the total loss of
Middle East o], unless new reserves are proved
elsewhere, or new sources of energy developed.
Though the Middle East now contributes only
18.4 percent of total non-Soviet production, it
contains 44.4 percent of proved reserves out-
slde the Soviet orbit, A very large proportion
of the presently contemplated increase in non-
8oviet ofl supply is expected to come from the
Middle East. Western Europe, therefore,
would not be able to compensate for the loss

of Middle East ofl save by profound changes in

its currently planned economic structure.

SPECIAL EFFECTS UPON THE
UNITED KINGDOM ’

12. The effects of a loss of Middle East ofl’

upon the UK, though no less adverse, would
be somewhat different in nature from the ef-
fects upon most other Western European
countries, in which the physical shortage of

" supply and the expenditure of dollars neces-

sary to replace it would be the factors most
immediately paramount. Even after the loss

" of the Middle East, British companies would

own about 35 percent of available crude pro-
duction ppart from that in the US and Can-
ada—Le., they would control more than ane-
third of the exporiable surplus of ol avallable
to the non-Soviet powers. (US companies
would own about one-half of crude produc-
tion outside the US and Canada.) There
would be more than enough oil under the con-
trol of the British to supply all their domestic
requirements, plus bunkers and military lift-
ings, it they chose to give priority to demestic

requirements over other markets. Hence, the

UK would have a falrly strong bargaining po-
sition in the negotiations which would be nec-
essary for the international allocation of avail-
able ofl supplies, after the loss of Middle East-
ern output.

13. On the other hand, the financial setback
to the British resulting from the loss of thelr
enormous investments In Middle East oll, es-

pecially in Iran, and of the receipts both in -

W
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dollars and in soft currencles which arise from
them, would tend to offset any speclal advan-
tages which the UK might derive from its
ownership of other sources of supply. Loss of
the economic (and strategic) power which the
UK now possesses by virtue of its control over
the production and distribution of Middle

East ofl would also be a factor of utmost im-

portance. Finally, the effects which a total
loss of Middle East ofl would indirectly exert
upon the general structure of international
trade and payments would be especlally ad-

verse to the UK because of its extmrdlm.ry

dependence upon overseas trade.

s
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TABLES

Estimated Imports of Crude Ofl and Re-
fined Products into OEEC Countries
1950-1851. -

Estimated International Bunker Lift-
ings (Refined Products) in the Persian

. GQulf Area.

Control of World Crude Reserves 1850-
1851,

Ownership of World Crude Production
1850-1951.

Ownership of World Refining Capacity
1850-1951.

Loss of Iranian Oll,
Loss of All Middle East OlL
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Tasrz I
ESTIMATED IMPORTS OF CRUDE OIL AND REFINED PRODUCTS INTO OEEC COUNTRIES 1950-51

(1,000 MT/Y) ‘
rROR-- l cavoR l r20DUCTS | YOTAL cneoE l PRODUCTS | TOAL
e _ 7 PERCENT | PERCENT | PERCENT
Esstern Hemisphere:
Middls Esat 83,085 2,82 48,388 89.69 41.99 74.18
(Includes US miitary)
, Other oy 100 100 ... 80 .18
i Total 88,085 8,421 48,488 89.60 °  41.89 74.82
K Western Hemisphere: '
3 UBA 150 1,850 2,000 .85 9.20 8.90
K Caribbean 4,087 9,604 13,671 9.58 47,77 '21.88
Other 160 230 200 .38 LM .62
e 4,377 11,684 16,061 10.31 88.11 _  25.68
Grand Totzl 42,442 20,105 7762,547 100.00 100.00 100.00
Tanmz 11
ESTIMATED INTERNATIONAL BUNKER LIFTINGS (REFINED PRODUCTS) IN THE PERSIAN QULF
‘ (1650-1851)
§ - ; | ),000 ut/Y | PERCENT
FromIrmn . 4,000 85.87
From other Middle Esst 2,000 83.338
Total ) 8,000 100.00
Tawmz I
CONTROL OF WORLD CRUDE RESERVES
{1850-1651)
 UMITED BTATES BRITISH OTHER FERCBNT
TOTAL or
— 1,000 MT | Pe~ | 1,000 a7 | Pe™ fy000 Mrj Fe | 1,000 wr | womin
: oent osnt oent TOTAL
. ﬁut;ern Hamisphere:
Middie East
; 170,445 93.7 378,288 52.8 170,448 $1.7 M1 7.3
Kuwait 753,424 50.0 783,44 BOO ...eln oeee 1,506,840 18.1
Bandi Arabia 1,232,877 100.0 ......... cetre eeesans eeee. 1,832,877 133
Imn L eeeesnaes veee 958,004 100.0 ....... ..... 958,904 9.6
Bahrein egieesser saes 21,017 1000 ..... oseee. 31,007 .3
Total 2,158,748 ..... 3,112,583 ..... 170,445 33.7 4,409,720 4.4
Fast Iodies Islands 62,172 831.83 136,450 68.7 ....... ..... 108,831 2.0
OEEC Countria 5,84 2.0 7,208 85.0 13,044 §55.0 20,171 .3
Total 48,008 ..... 143,752 16,044 ..... 227,82 ..
Weslorn Hemisphere: -
US and Canada 8,718,502 100.0 .iaivvenr cener saaeees e 3,718,882 37.0
u‘ﬂw * [ERE RN R RN *o s sa st e LR ll°|{38 lmvo 110,438 l.’
Caribbean Exporting Areas 833,865 81.8 550,883 38.1 _ 5,781 _ 0.4 1,445,300 14.5
Total €,002,427 ...., 550,663 ..... 122,219 ... B,975,8500 s
m v 2 es s " se@d e evsBIAS " s s [ E T RE N ‘I‘ 7”"“ “
TOTAL WORLD 9,987,972
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: Tasix IV
OWNERSHIP OF WORLD CRUDE PRODUCTION
. (1850-1981) } ]
{  UNITED BTATXR BRITISH oTEER PRECENT
arxsa - ] TOTAL lor womp -
1,000 MT | Peroeat |1,000 MT| Perceat | 1,000 MT| Percent | 1,000 ar "0 o
Esstern Hemlaphere:
Middls East _ ¥
Ing 1,7% 8.7 3,810 §2.5 1,T%0 8.7 7,350 1.4
Kuwalt 9,800 8.0 2,500 50.0 servee ceane 19,000 .n
Baudi Arabla 20,780 100 ...... saste  eesesa ceees 29,780 $.91
Ien . . $5,000 100.0 conne venes 35,000 8.9
" Qutar 476 3.8 1,048 §2.4 €76 23.8 2,000 40
Bahyein . ereveen 1,800 1000 ...... _{L!OB 80
Total 4, 50,858 2,108 24,500 18.77 ‘
East Indiss Islands 3,850 81.2 7,850 83.7 ... ... 10,7¢0 2.13
OEECQC Countries 538 20.0 881 5.0 1,683 85.0 2,782 .35
Total ) 8,888 8,031 1,083 18,482
Western Hemisphere:
U8 and Canada 288,750 00.0 ... ... L. ceaee 288,750  §57.8¢
Mexio ... vene 10,000 100.0 10,000 1.9
Caribbean Exporting Areas 85,0585 81.5 84,108 $3.1 a7 0.4 _8_91_1_9_0_ 17.77
Tolnd ,805 84,108 10,827 388,240
Othee ... cerene ceeans 1.4 1.!12 1.41
Total World 7 ) 503,332
Tasrz V
OWNERBHIP OF WORLD REFINING CAPACITY
(1250-1851) )
UKITED STATES BRITISH OTHER PERCENT
AREA - TO7.L ¥ WORLD
1,000 MT| Perceat |1,000 MT| Percent {1,000 MT| Percent | 1,000 ar [*_
‘Eastern Hemisphere:
Haifa - . .. 800 100,00 ...... ...... 8D 02
EKuwalt 825 80.00 828 000 ...... ...... 1,20 «35
Baudi Arabis 8,500 100,00~ oL, Cevene cesres eesean §,500 1.%0
Abadan ... 27,800 100.00 crees sasene 87,500 $.52
Tripoli 142 33.75 385 43.5%0 178 28.78 800 .01
{. ! m 8,m lw::m ------------------ ssames ‘Blm ‘l‘l
S Total ) 18,967 29,210 173 44,850
' Esst Indics Islands 8,30 .31.68 6,500 88.32 ... seeees 10,100 2.08
. &}a&h&mm LEX XN ¥ seenn IR RN XN LEX K] sssses XXX :.m .m
R Aw&n"md ----- L] LR RN TN eranay T ssesas svssane sssuas m ) .01
~ Nmm“ﬁﬂ&s?‘sﬂ ---------- 'S Tsswes arenne ssssas evssense '.m A”
e OEECCQUBM sseven ssesaa *eeene sranas 0""" LR AR AR “"29 't”
S Total . 3,200 6,900 cevees 61,120
. Western Hemlsphare: . )
3 Gmm wenens cevsee [ cerver --t;-- seveve m‘m m-m
Canada L ciiir ciieer e 15,500 100.00 15,500 3.11
Maalvo = il eeeiih e e 8,850 100.00 8,350 1.08
. o  Caribbean Exporting Areas:
Colombia 1,420 100.00 R certrs  eesses  sesess 1,42 .38
Vevernela =+ > 7,007 57.2 + 24 42.8 132,350 2.48
Peru 1,452 98.8 u 1.8 b7 ] 1.8 1,500 50
mw assvus [ R XY m ‘w»w * sasass  c"seceew m ‘m
Trinidad 000 ... L.l 4,750 100,00 ...... .. cera 4,150 85
Netherlanda W, Indics 31,000 83.4 18, “%.8 ...... .. vese 39,%0 7.8
Tl 30,879 38,547 38,804 $83, 300
- m!‘unmm d8seva sessse  sas :--. AR EXE RN -Qulo: tasses 7’.3” l.“
Total 30,879 38,547 23,804 302,850
Total World , 408,320
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LOBS OF IRANIAN OIL
(Millions of Unils)
1. Production—phyaleal quantities (1950-81)

.ﬂ mllI.I"lI.lll.II.....l'-'.I'."...l.'Q..Ol.'..'.l."'...ll'l.‘....'.‘.'-l"" ”mﬂ'
b. Refived. .. ooocennanne. vevresaserassesaes veeessssenssansansanstssassssasssensansncns 30 MTIY
2. Loss of erode tmports from Irsn by Wuw'nsumya saeserosausssrsrasrncsearssassscsenses 78 MTFY
8. Dollar element of coet o replaced erude.....ooveeee. R
4. Loas of refined products imported from Iran by Waetarn Europs and Berling Ares............ 38 MT/Y
Annwdouumdmmsnm awm‘) l"!!!!!!!!!‘I!III.Illlll"ll-“t""l..." "%"‘
6. Gross dollar ecet of repiacing erude and refined (Items 8abd §). ovvvvueeecncrencanecsessse. $820-830
' 1 m&ﬁn@mlﬂpmﬁﬂmdmm 2920 ,000000000 b8l BsOLBIIONNINOGTIITINIINNREROTINDS ‘llo‘m
8. Estimated ne? dollar cost xonually (Itemﬂm!.nm JEOID 7). cienneernacerancorasanassesacnces ST10

. MTIY Metris tons per year,

Tasrz VII
LOS8 OF ALL MIDDLE EAST OlL
(Mllions of Unils)
1. Production—physical quantities (1950-51)

b- Pveﬁnd.'!ll.tit"-t'.t"i".o.Q.o--.t....oitnlll.l‘ll."'l'llUlll.l.u!'.ll!‘!!.inntl!!‘!

" mdmdeimmfmm mdﬂc mb’ w@mm 2240880 ¢20SRASRRETRERSLTRRITRIGNERIN S
&. Dollar element in replaced crude...... ceagsesecesenssesses tettseacsseassrecirennatnnnannannon
4. Imolreﬁn&dpmduct;lmpoﬂedfmmlﬁdd)e East Ly Western Europe and Bieling Ares..........
5. Annua! dollar cost of replacing refied (Jtem €) ... cviverientennecsnersrcrscessessssssscessrane
bv Gmaomm&ﬂp‘&ﬁngﬂd&“dm awm’zsmd‘)l!ll‘!‘ll;.'ll“illlllll!lllllllll

7. Dollar savings—eqiupment and supples, profits to Badrein Petroleum Co., SoBsar elerent in goods
furnished Middle East by Western Europe, #£8......c0civnerniannans .

8. Estimated nef dollar coet annually sssuming oo cutback in current roqu!nmenu (Rmcm!mn Item 7).
9. Tenpermtwtb&ck WOUR] BBV, careoesnntsrsrsensnssaranvsasvsananassonnsasasstsssarsssneasse

o




